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REPORT TO THE PRESIDENT

U.S. Tariff Commission,
May 18, 1972.

To the President:
In accordance with section 301(f)}(1) of the Trade Expansion Act
of 1962 (TEA) (76 Stat. 885), the U.S. Tariff Commission herein reports
the results of an investigation on electron, proton, and similar micro-
scopes and diffraction apparatus conducted under section 301(b) of
that act.
The purpose of the investigation is to determine whether, as a
result in major part of concessions granted under trade agreements—-
Electron, proton, and similar microscopes and
diffraction apparatus, frames and mountings for
the foregoing articles, and parts of such frames
and mountings, which are dutiable under items
708.78 and 708.82 of the Tariff Schedules of the
United States (TSUS); and electron, proton, and
similar microscopes and diffraction apparatus,
and repair components therefor, which are free
of duty under items 851.60 and 851.65 of the
TSUS,
are being imported into the United States in such increased quanti-
ties as to cause, or threaten to cause, serious injury to the domestic
industry producing articles which are like or directly competitive
with the imported articles.
Following the receipt of petitions filed on Noveﬁber 18, 1971,
by two domestic firms, the U.S. Tariff Commission, on November 29, 1971,
instituted an investigation under section 301(b)(1) of the Trade Ex-
pansion Act of 1962 and section 9 of the Educational, Scientific, and

Cultural Materials Importation Act of 1966. Notice of the investiga-

tion and public hearing was posted at the Commission's offices in
1



Washington, D.C., and in New York City and was published in the

Federal Register of December 3, 1971 (36 F.R. 23099). The public

hearing was held on February 8 and 9, 1972, and all interested parties
were offered opportunity to be present. A transcript of the hearing
and coéies of briefé submitted by interested parties in connection
with the investigation are attached.

The information for this report was obtained from fieldwork,
from questionnaires sent to domestic producers and impor*ers, from the
Commission's files, from other Government agencies, ana from evidence

presented at the hearing and in briefs filed by interested parties.




Finding of the Commission

On the basis of its investigation, the Commission 1/ finds
(Commissioner Leonard dissenting in part 2/)--

electron, proton, and similar microscopes and
diffraction apparatus, frames and mountings for
the foregoing articles, and parts of such

frames and mountings, which are dutiable under
items 708.78 and 708.82 of the Tariff Schedules
of the United States (TSUS); and electron, pro-
ton, and similar microscopes and diffraction ap-
paratus, and repair components therefor, which
are free of duty under items 851.60 and 851.65
of the TSUS,

are not, as a result in major part of concessions granted under
trade agreements, being imported into the United States in such in-
creased quantitieélas to cause, or threaten to cause, serious injury
to the domestic industry producing articles which are like or di-

rectly competitive with the imported articles.

1/ Commissioner Sutton did not participate in the decision.

Z/ Commissioner Leonard dissents from the Commission's finding
insofar as it relates to electron microscopes, frames, and mount-
ings therefor, and parts of such frames and mountings, which are
dutiable under items 708.78 and 708.82 of the TSUS; and electron
microscopes and repair components therefor, which are free of
duty under items 851.60 and 851.65 of the TSUS.




Views of Chairman Bedell, Vice Chairman Parker,
and Commissioner Moore

This investigation was instituted to determine whether, as a
resulf in major parﬁ of concessions granted under trade agreements,
electron, prbton, and similar microscopes and diffraction apparatus
(as well as frames and mountings and certain parts and components)
are being importéd into the United States in such increased quantities
as to cause, or threaten to cause, serious injury to the domestic in-
dustry producing like or directly competitive articies. Although the
scope of the investigation thus covered all of the microscopes and
apparatus named above, proton microscopes are not yet articles of
commerce, and "similar" microscopes of any type have not been de-
veloped. Diffraction apparaius is marketed, for the most part, as
an integral part of electron microscopes, as are frames and mount-
ings. Therefore, the record does not treat with any of the articles
other than electron microscopes.

The electron microscope is an instrument that focuses a beam of
electrons by means of an electromagnetic or electrostatic lens system
to project an enlarged image of an object on a viewing surface such as
a fluorescent screen or photographic plate. They differ from optical
microscopes in that the latter use light rays, instead of electrons, to
project an image. An electron microscope may be either (1) transmission

type, which is used to examine a very thin specimen in depth, or (2)




scanning type, which is used to examine the surface of an object. The
transmission electron microscope became an article of commerce in

1939, when the first such instruments were produced and marketed in the
United States; the scanning electron microscope was first produced
abroad in 1958, but was not manufactured in the United States until

1968.

Statutory criteria

Section 301(b)(1) of the Trade Expansion Act of 1962 establishes four
criteria each of which must be met before an affirmative determination can
be made. If any one of the four criteria is not satisfied, a neéativé
determination must be reached. In terms of electron microscopes:(the
article of principal concern to us in this investigaﬁion), thezfﬁur
criteria are as follows:

(1) Electron microscopes must be imported in
increased quantities;

(2) The increased imports must be a result in
major part of trade-agreement concessions;

(3) The domestic industry producing like or
directly competitive electron microscopes
must be seriously injured or threatened
with serious injury; and

(L) The increased imports resulting in major part
from trade-agreement concessions must be
the major factor causing or threatening to
cause the serious injury.
Based on the evidence in the instant case, our determination is
in the negative because the fourth criterion specified by the Trade

Expansion Act has not been met.



Transmission electron microscopes

U.S. imports of transmission electron microscopes have tirended
downward in the past 3 years. Imports of such instruments ranged from
189 units to 210 units in 1969-71l; imports in each of those years were
less than entries in either of the 2 preceding years (1967 or 1968)
and less than average annual imports in the past 5 years,

Despite the recent decline in imports, the evidence shows that do-
mestic producers have been unable in recent years to market a transmission
electron microscope which is technologically competitive with imported
microscopes. This failure of domestic firms to produce and market instru-
ments of competitive quality, despite the recent decline in imports,
clearly indicates that imports are not the major factor causing, or threat-
ening to cause, any injury to the domestic industry. A summary of devel-
opments among domestic firmslhaving an interest in the manufacture of
transmission electron microscopes is pertinent here.

For many years the Radio Corporation of America (RCA) was the sole
U.S. producer of transmission electron microscopes. In 1969, the
Forgflo Corpe., whicp had been a principal supplier of electron micro-
scope parts to RCA, purchased the Scientific Instruments Department of
RCA, including its inventory of EMU-l, transmission electron microscopes
which RCA had introduced in 1965. Although it offered the EMU-}; micro-
300pés at prices ¥ ¥ % those of imported microscopes of comparable kilovolt
power, Forgflo was able to market only % % 3% of the inventory of instruments

it acquired from RCA; % % % Expert witnesses testified at the Commission's




public hearing that the EMU-L model had become obsolete because of
the rapid technological advances in the field, and that potential
buyers would not purchase the model for that reason. Meanwhile,
Forgflo developed a new "Paragon"™ model of transmission electron micro-
scope‘which, according to some evidence, may be technologically compar-
able to some imported microscopes. The company, which developed a
prototype of the Paragon in October 1970, enxefed into three contracts
for it, but it has not been able to produce the instruments to fulfill
the contfacts. Funds have not been available, either generated from
within or obtained from outside sources, to support manufacturing oper-
ations--a circumstance unrelated to any increased imporis of electron
microscopes. In August 1971, Forgflo petitioned a Federal District
Court for protection of its assets unde} Chapter 11 of the Fedéral
Bankruptcy Act, and by the end of 1971 the company had ceased all work
on the Paragon.

Recently another domestic firm--Elektros Company, Inc.-~-developed
a transmission electron microscope ithhe lower end of the kilovolt
power range which is just now being offered for sale. The company's
price for its instrument appears to be competitive %ith those of im-
ported instruments of comparable kilovolt powér. -No evidénce available

to us suggests that imports are affecting the company's operations.

Scanning electron microscopes

U.S. imports.of scanning electron microscopes generally increased

in recent years, although they declined in 1970 and 1971. After peaking



in 1969 (91 units), imports of such microscopes declined to 76 units
in 1970 and 75 in 1971; nevertheless, entries in the latter 2 yearé
were lérger than in 1967 and 1968.

Despite fhe larger velume of imports, the domestic>producers of scan-
ning electron microscopes, as a group, have increased their production and
sales of such microscopes, expanded their share of the U.S. market, and ‘em-
ployed increased numbers of workers in the manufacture of such instruments.
Scanning electron microscopes were not produced~in the United States until
1968. Aggregate shipments of scanning electron microscopes by U.S. pro=-
ducers increased from one unit in 1968 to 39 units in 1971. The domestic
shipments accounted for less than 2 percent of the U.S. market in 1968, but
for 32 percent in 197l. Averége annual employment of U.S. workers engaged
in the production of scanning electron microscopes increased steadily,
from 19 in 1967 to 168 in 19T71.

Four domestic firms have produced and marketed scanning electron
MiCTroSCOpPES. Two of the firms accounted for the bulk of the sales in
1971. One of the two firms, which began operations in 1969, has steadily
increased its production and sales of scanning electron microscopes since
then. % % ¥ The other firm entered the market in 1971 and ranked second
in sales among domestic companies in that year. These companies obviously
are not suffering serious injury from imports.

Sales of scanning electron microscopes by the other two domestic

>
s

&

producers have declined sharply since 1969 * 3

The decline in sales of scanning electron microscopes by these firms,




however, occurred at a time when sales by the other domestic firms
were increasing and imports were declining. Thus, it appears that the
growing inabiliity of these two firms to sell their microscopes in the

U.S. market was not caused in major part by increased imports.

Conclusion

Based on the evidence available to the Commission, we have con-
cluded that even if it were determined that the industry was seriously
injured or threatened with serious injury, imports of like or directly
competitive articles resulting in major part from trade-agreement con-
cessions are not the major cause of such injury. Therefore, we must
make a negative determination with respect to the petitions for relief

in this investigation.
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Views of Commissioner Young

I am in agreement with the majority of my colleagues that the
electror microscope industry 1/ does not meet the criteria establishec
for tariff relief under the Trade Expansion Act of 1962, but the basis
of my finding is that increased imports are not in major part the re-
sult of concessions granted under trade agreements. As is noted in
the statement of my colleagues, this is one of the four statutory cri-
teria that must be met for an affirmative determination under the
Trade Expansion Act.

Electron microscopes are highly technical, precision scientific
instruments. They have been used increasingly in various types of
research and for teaching purposes. Domestically produced transmission
electron microscopes were first sold in the United States in 1939, and
imports first commenced in the early 1950's. Domestically produced
scanning electron microscopes were first sold in 1968 with imports
first recorded in 1966.

A number of factors have caused the increased purchases of elec-
tron microscopes. Greatly increased interest and expanded effort in
scientific research have stimulated demand for more and better in-
strufients, Technological differences in the various types and makes

of electron microscopes available have played an increasingly impor-

tant role.

1/ Inasmuch as proton microscopes are not yet articles of commerce,
and since diffraction apparatus is marketed, for the most part, as an
integral part of electron microscopes, as are frames and mountings, [
do not treat further with any of the articles other than electron

microscopes.
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Dutiable imports

Electron microscopes--had they been a commercially availéble

© product in 1930--would have been dutiable at LO percent ad valorem.,
By the early 1950's, when electron microscopes were first imported,
the rate of duty was 30 percent. During the decade of the 1950's,
when a L-1/2-point duty reduction occurred, imports are believed to
have varied from 30 to 45 per year. Since 1960 there have been two
periods when imports fell rather sharply and one period when there
was a very sharp increase, During the period of increasing imports,
the duty was reduced only 2-1/2 points but duriug the two periods of’
falling imports the duty was reduced a total of 10 points. Moreover,
despite substantial duty reductions in the period since 1960 (from
25.5 percent to 11 percent) the overali increase in dutiable imports
amounted to an average of only one microscope a year,

Although all these duty reductions resulted from trade-agreement
concessions, it is obvious that there has been little relationship
between the reduction in duty and the volume of imports. I must con-
clude, therefore, that such duty reductions were not the major cause

of the relatively small increase in imports from 1960 to 1971.

Duty-free imports

Du}ing the early years of imports of electron microscopes (in the
1950's), some entered the country duty-free as a result of individual
bills passed by the Congress, but the number is believed to have been

small. From mid-1961 through January 1967, Public Law 87-95 permitted
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nonprofit institutions established for educational, scientific, or
therapeutic purposes to import electron microscopes free of duty.

The duty-free entry provided by Public Law 87-95, as well as the duty-
free entry provided by individual bills, were the résult of statute,
and hot the result of trade-agreement concessions., Effective Febru-
ary 1, 1967, however, the circumstances relating to duty-free treatment
of electron microscopes changed. The earlier legislation was repealed,
and duty-free treatment was provided by new legislation which imple-
mented U.S. participation in the UNESCO Agreement on the Importation
of Educational, Scientific, and Cultural Materials (the Florence
Agreement.). Under this legislation, electron microscopes entered for
the use of any nonprofit institution established for educational or
scientific purposes were to be free of duty, if no instrument or ap-
paratus of equivalent scientific value is being manufactured in the
United States. The legislation also provided that such duty-free treat-
ment shall be considered as a concession granted under a trade agree-
ment for purposes of Title III of the Trade Expansion Act of 1962 (the
Title under which this investigation is being conducted). Thus, the
duty-free treatment of electron microscopes existing to February 1967
was not a consequence of trade-agreement concessions, while that ex-
isting since February 1967 is to be treated as such a concession.

From 1961 to 1967, when the duty-free entry of electron micro-
scopes was a result of legislation, the duty-free imports rose greatly--
amounting to 183 units in 1967. In the first full year of operation
under the Florence Agreement (1968), when the duty-free treatment was to b

considered as a trade~agreement concession, a significant increase
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in imports of electron microscopes occurred, entries reaching an all-
time peak of 21l units, Thereafter, no growth in duty-free imports
occurred--a decrease which first occurred was exactly offset by an
increase which followed.

To summarize, nearly all of the increase in duty-free imports of
electron microscopes occurred in the period when the duty-free treat-
ment was not a result of trade-agreement concessions. The upward mo-
mentum experienced when the duty-free rate was statutory no doubt con-
tributed to the limited increase which did occur subsequently when the
duty-free status was to be treated as a trade-agreement concession.

Quite aside from the statistical comparison of the imports, an
additional vitally important factor influenced the extent to which
electron microscopes entered. The evidence in this investigation shows
that increased imports resulted principally from the advanced tech-
nology on the part of certain foreign producers as contrasted with U.S.
producers. With respect to transmission microscopes in particular,
which in 1971 had accounted for two-thirds of apparent consumption of
all electron microscopes in the United States, the domestically produced
instruments were at a technological disadvantage,

In light of the foregoing considerations, I have concluded that
increased imports of electron microscopes have not been the result in
major part of trade-agreement concessions and ﬁherefore a neéative

determination is required under the statute.
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Dissenting Views of Commissioner Leonard

I find affirmatively that electron microscopes as provided for by
Tariff Schedules of the United States (TSUS) item 708.78, including
frames and mountings for such microscopes and parts of such frames
and mountings under item 708.82, and electron microscopes as pro-
vided for under item 851.60, including repair components for such
micréscopes under item 851.65, are, as a result in major part of con-
cessions granted thereon under trade agreements, being imported into
the United States in such increased quantities as to cause, or threaten
to cause, serious injury to the domestic industry producing like or
directly competitive products. As to proton and similar microscopes
(articles of no commerce in the United States) and diffraction appara-
tus (no evidence of imports), which articles are also covered by this
investigation, I concur in the negative finding of my colleagues.

In order to remedy, or prevent the injury, cor threat of injury,
that I have found, it is my opinion that the rates of duty for
electron microscopes, including frames and mountings for electron
microscopes and parts for such frames and mountings, should be
increased to 22 percent ad valorem in Column 1 for TSUS items 708.78
and 708.82, and that the duty rate for electron microscopes and
repair components now provided for by TSUS items 851.60 and 851.65

should be increased to 22 percent ad valorem.
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Statutory criteria

Under Section 301(b) of the Trade Expansion Act (TEA) of 1962,
the Commission must determine whether--

(1) An article is being imported in increased
quantities;

(2) The increased imports are in major part the
result of concessions granted under trade
agreements;

(3) The domestic industry producing an article
which is like or directly competitive with
the imported article is being seriously
injured or threatened with serious injury; and
(4) The increased imports in major part the result
of trade-agreement concessions have been the

major factor in causing or threatening to cause
the serious injury.

For an affirmative finding to be reached, all four of the above
criteria must be satisfied. In the instant investigation, the facts

revealed satisfy these criteria.

Unique aspects of this investigation

Before detailing how each of the criteria is met, certain
peculiarities of this investigation should be delineated. The instant
investigaﬁion not only is the first under the so-called industry pro-
visions of the TEA which relate to the UNESCO Aéreement on thé
Importation of Educational, Scientific, and Cultural Materials Act
(hereafter referred to as the Florence Agreement), but also in other
respects is so unique as almost to defy comprehension--and thusly, a

reasonable solution.
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First, as opposed to the normal investigation of an industry
under the TEA, where the Commission has only trade-agreement conces-
sions under the General Agreement on Tariffs and Trade (GATT) to deal
with in making a éetermination, here we have not only those usual
concessions, but by direction of Section 9 of the legislation imple-
menting the Florence Agreement, l/ the duty-free treatment provided
for by such Act is to be treated as a concession granted under a trade-
agreement concession.

Here is an example of some of the questions which can arise under
the complicating factor of considering the Florence Agreement conces-
sion. Electron microscopes are not only dutiable at reduced trade-
agreement rates established by GATT concessions, but are also imported
free of duty from any country in the world with whom the United States
trades by reason of the Florence Agreement implementing legislation,
if the instrument is imported by a nonprofit institution under certain
circumstances. What would happen to possible free imports from Com-

munist countries if a tariff adjustment was invoked under the TEA and

a rate higher than zero were to be proclaimed? Would the Communist

1/ Public Law 89-651, approved October 14, 1966, the Educational,
Scientific, and Cultural Materials Importation Act of 1966, reads in
so far as pertinent: Sec. 9. Tariff adjustment and other adjustment
asgistance. Any duty-freé treatment provided for in this Act shall,
for purposes of title III of the Trade Expansion Act of 1962 (76 Stat.
883; 19 U.S.C., secs. 1901 to 1991), be treated as a concession
granted under a trade agreement: PROVIDED, That any action taken
pursuant to section 351 of such Act as the result of this section
shall be consistent with obligations of the United States under Trade

Agreements.




imports still retain the zero rate while the rates of duty to our
trade-agreement partners were increased? It seems, rather, that the
United States weould possibly find that it has a trade-agreement rate
in effect as respects an article from a Communist country for the
purposes of Title III of the TEA.

Another of the problems which can arise in making a determina-
tion in this investigation is whether the true GATT-rate imports
should be considered separately from the Florence Agreement imports.
Too, if a remedy is to be found, should the remedy for the GATT-
agreement imports be different from that for the Florence agreement
imports. This is illustrative of the questions which arise in the
careful consideration of this investigation, some of which seem to
be avoided, even though not obviated, by a possible negative
determination,

Due to frequency and amount of duty-free imports of electron
microscopes during the period 1960-71 (1,617 units imported duty free
and 663 units imported dutiable), a significant problem which should
be discussed is that which regards the '"like or directly competitive"
test under section 301(b)(1) of the TEA, and the "equivalent scientific
value" test for imports entered duty free under the Florence' Agreement
legislation. The latter provides in effect that imports of sucn
articles as electron microscopes may be imported duty free if no

instrument or apparatus of equivalent scientific value for the
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purposes for which the instrument or apparatus is intended to be used
is being manufactured in the United States. Although this test is
not a part of the TEA, it has been contended, by both importing
institutions and foreign exporters of electron microscopes, thét for
all intents and purposes, the Commerce Department does in fact apply.
a like or directly competitive test in making its equivalent scienti-
fic value determination. 1In short, it is argued that the two tests
reach the same results. If this is true, it would indicate that all
instruments approved by the Commerce Department for duty-free entry
are in fact not like or directly competitive, and therefore, the only
instrumeﬁts the Commission would ha&e to consider in making its
.determination are the units dutiable under the GATT concession rates.
It is the opinion in the instant investigation that the allega-
tions referred to in the preceding paragraph relating the TEA '"like
or directly competitive'" test and the 'equivalent scientific value"
test are not supported by the evidence which has been pfesentéd.
Although the Secretary of Commerce may determine there is no instru-
ment of equivalent scientific value manufactured domestically to per-
form a function in a specified area such as research or teaching,
this does not preclude in an overall assessment of the domestic
iﬁduétry and the competition supplied by foreign suppliers that
articles produced by the domestic industry (electron microscopes)

are like or directly competitive with the article being imported.

i
/
/
‘\
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The very fact that free entry of an article is premised on a particu-
lar "intended" use prevents the equivalent scientific value test from
being the same as the like or directly competitive test. This may be
illustrated by the gimple example of two automobiles which are con-
sidered competitive in the market as providing a means of transporta-
tion. If there is added as a condition that the automobile will be
used only on the desert, it becomes apparent that the vehicle with a
superior cooling system--other things being constant--will be
selected. Where the vehicle would be used only for ordinary driving,
e.g., city or normal highway use, the general capabilities of the
automobile would only be considered.

In the instant case, the concept of what a producing industry
is should be considered and poses certain difficulties. It is the
opinion--without attempting to define the limits thereof--that in
this investigation there is a ''domestic industry producing an
article" within the meaning of section 301(b)(l) of the TEA. As to
each of the seven business concerns in the United States which might
seem to be a part of a producing industry, one or more of the fol-
lowing is present: There is a production capability-and facility;
electron microscopes are in fact being manufactured for sale; and
research and development over a period of years has been performed
resulting in at least the production of a prototype instrument

intended for the sale of other instruments.
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The concept of a producing industry having been set forth, an
attempt is made now to define what producing industry this investiga-
tion concerns. It is maintained that thé investigation is of the
"electron microscope industry." This industry is basically comprised
of two products--the transmission microscope and the scanning micro-
scope. The two types of accessory available do offer the capability to

perform an alternative kind of research: a transmission microscope

with a scanning attachment and vice versa. If such an adaptation is
made, however, the performance of the secondary capability is not
quite as satisfactory in terms of resolution and other factors as if
another unit specializing in the secondary function were utilized.

In most instances these two types of electron microscopes are used
for different kinds of research or teaching. However, they are based
upon the same technology and concepts, i.e., the bombardment of a
specimen with electrons resulting in an image viewable on a screen or
by means of a photograph. 1In the United States, there is no producer
of electron microscopes who manufacture both the scanning and trans-
mission types. However, such is not the case with the foreign sup-
pliers. The two Japanese firms which export microscopes to the United
States produce both kinds of units. Thus, the term '"electron micro-
scope industry'" refers to the producers of transmission and scanning
microscopes and, unless otherwisé indicated, reference will be made

to electron microscopes without differentiation.
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Imports in increased quantities

The trend of imports must be analyzed for a sufficiently long
duration in the instant investigation so that we may have information
both before and after the time when duty-free treatment was provided
by the Florence Agreement implementing legislation (effective Feb. 1,
1967), and when the Kennedy Round trade-agreement rate reductions
iirst became effective (Jan. 1, 1968). There has been a definite
trend of increased imports both prior to and after the trade-agreement
concessions in 1967. Total imports of electron microscopes from the
years 1960-66 rose from 68 units in 1960 to 212 units in 1966. Two
factors are reflected in these figures. First, this was the initial
period when, in actuality, the development and number of uses for
electron microscopes significantly increased. The general market for
the product grew rapidly--indicating that saturation of the market was
soon to be reached--as both foreign and domestic producers competed to
supply the market demand. Second, the enactment and implementation of
the statutory duty-free treatment of microscopes is clearly indicated,
as noted by the growth from 14 units imported duty free in 1961, to
162 units imported in 1966. Nevertheless, the period from 1967-71,
the time when duty-free imports were--and stil} are--conside;ed trade
concessions, reflects a continued increase in total imports, from 256
units in 1967 (compared to 212 in 1966) to 285 units in 1971--all this
despite a saturated market where total U.S. consumption declined.

Clearly, this is an article being imported in increased quantities.
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In major part

In any petition under section 301(b) of the TEA, there are usually
factors other than trade agreements which have a bearing on increased
imports. The requirement of the statute, however, is that the trade-
agreement conceséion or concessions have in major part caused the
increased imports.

During the last 10 years, the figures clearly show that most of
the imports have been free of duty; For the period when the free rate
was strictly statutory (1961 through 1966), dutiable imports were 176
units as compared to free .imports of 498 units; for the period after
the enactment of the Florence Agreement legislation (1967 through
1971), dutiable imports were only 419 units as compared to free
imports of 1,119 units. The importance of the duty-free status for
imports of electron microscopes was thus first graphically illustrated
by the statutory (non-trade agreement) free rate in effect from 1961
through 1966. When the Florence Agreement was implemented, the statu-
tory free rate for electron microscopes was deleted, and during the
years 1967 through 1971 every duty-free electron microscope imported
was by virtue of a trade-agreement concession as provided for by
section 9 of the Florence Agreement implementing legislation.

Aléhgggh a larger number of dutiable instruments were imported in the
period since the Kennedy Round rate reductions became effective than

previous to 1968, these increased imports alone are not clearly
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established to have been caused in major part by the small yearly trade-
agreement reductions from 22 percent ad valorem to 11 percent in 1972.
That which is abundantly clear, however, is that the free imports were
certainly the result in major part of the free rate trade-agreement
concession and that when the imports under the two concession rates
(dutiable and free) are added together, the answer for the free

imports applies as well to the total of both the dutiable and the

free.

Serious injury

The evidence available to the Commission shows that of seven
concerns engaged in the production of electron microscopes, only one
reported a net profit in 1971. TIn fact, 1969 was tﬁe last year in
which more than one firm reported a net profit. All other firms are
suffering losses--and in several cases extensive losses which would
be hard to recoup in the limited market that there is for electron
microscopes. If a combined statement were made indicating the net
loss which was experienced by the domestic industry in 1971, this
figure would be in excess of 1.8 million dollars.

This industry's injury, however, is reflected 6n1y in part in
its profit-and-loss statement. It has been ugable to proviée, through
sales of capital-generating goods, a cash flow necessary to develop

new and technologically superior designs which could effectively com-

pete with imports in the market place. It has been evidenced by
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several firms in the domestic industry that they do possess the neces-
sary technolbgical‘capabilities, but trade concession-inspired imports--
botﬁ free and dutiable--have not permitted these firms, let alone the
rest of the industry, to realize their potential

There is an excess of idle production facilities which exists in
the domestic microscope industry. During the 3-year period 1965-71,
this is illustrated by the decline in the number of related workers
employed in the production of electron microscopes from 320 workers
in 1969 to 254 in 1971. Moreover, it does not appear that this trend

will be reversed by the end of the current year.

Major factor

The attempt has been made in the course of this starement to shew
the interrelationship of the four statutory criteria. In treating
with rhe increase in imports, the concession nature of the imports was
mentioned; in describing rhe connection between concessions and
import increase, the impact on the industry came intc view; and
finally, it must be clear that the establishment of a relationship
between concessions and increased imports and the rezlization that
there is serious difficulety in this industry leads positively and
umswervingly to the link-up between concession-generated increased
imports and serious injury.

Where -an industry in the United States is not encroached upon by

competing industries or articles of a differing technology, where it
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has had within its ranks firms of all sizes and financial resources,
where there has been a considerable demand for the articles it pro-
duces, and where there are no other extenuating circumstances such as
an evaporating market, pﬁblic policy restraints, and the like, an
import share of U.S. consumption exceeding 87 percent must be fingered
as the major injuring factor. It may be argued that lack of a good
product has caused the domestic industry its miseries, but the fact
that there are firms in the industry with "good products" by every
objective yardstick refutes that argument. But neither the ""good

product” firms nor those able to produce a '"good product" with a

little breathing room can get out from under the suffocating pressure
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